This paper analyses the level of unemployment insurance beneficiaries in Canada over the period 1976-90 and identifies some reasons why it showed downward rigidity in recent years. An aggregate unemployment flow model with simultaneous determination of wages is estimated and used for simulations. It is shown that both incidence and exit rate exhibit persistence. Also the composition of the beneficiaries has changed over the decade: In 1983, close to half of the level could be explained by aggregate demand deficiency and high energy prices. In 1991, half the level is explained by deficient aggregate demand and mismatch as unskilled unemployed are having increasing difficulties exiting unemployment.
